AOR, - 


AT REEDUPAL POLIS 
S. G. REGISTRY 


ase BD. D.2237... 


7 


ia re 


-Voiding Of Seviet Oil 
Contract Is Denied 


Lous! Rules’ Against Share- 
helders Of Kwang Hu 


The case in which certain share- 
helders of Kwang “Wha plated tat 
o., Ltd. sued the United Petr 
pd of USSR. “ee tHe EWS 

? for th: 
cancellation of the agreement fo: 
‘the supply of Soviet oils on account 
of duress, came up for decision :in \ 
the First Special District ‘Court 
| yesterday afternoon. The action c 
{the shareholders was based ~~ |: 
‘Art. 34 of the Chinese Civil Code}; 
,roviding that in case: of a juristi’|* 
act whereby a person pvofiting -h- 
the difficulties. indiscretion ‘or « in- 
,exocrience of another ottains un 
| fair advantages, such juristic’- 97 
| should be. null and void. “The cour" |' 
found that negotiations for th: 
conclusion of .the contract has}! 


|‘asted for seyeral months thi’ 
| there was no evidence piptidced: b; 
plaintiffs that there was fduress. - 


The case of plaintiffs there: | 
fore dismissed with costs. Counse’ |! 


the payment of the penalty due:hr 
the aforesald bank as guarantors for 
(the Kwang’ Wha Petroleum: Co.. 


whlch’ wis: desided yentera 
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THE SHANGHAI SUNDAY TIMES, NOVEMBER 10, 193! 
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STATE-CONTROL FOR 
KWANG HWA C0.? 


Government Funds Said 
Lacking To Assume 
Immediately | 
The Kwang Hwa Petroleum 
Company, Ltd., The Bund, a con- 
cern capitalized by Russian and 
Chinese merchants, is reported to 
be preparing for State control. 
The assets of the company are 
estimated to be in excess 
“| $20,000,000 and in order to bring 
it under the control of the Gov- 
-lernment, adequate funds would be 
uired which are at present 
difficult to obtain. 
Mr. Huang Ching-tao, industrial 
department head of the Ministry 
of Industry, recently arrived in 
Shanghai for the purpose of 
negotiating with: the company. 
Mr. Hsu Shih-ying, chairman of 
the Board of the company, is 
quoted by.the Chinese press as 
.|saying that in-order to turn his 
company into a State-controlled 
business, the Government would 
need at least $10,000,000. Mr. 
Hsu expressed doubt that the 
Government could raise the money 
at present, but he believed that 
negotiations would be continued. 
Mr. Huang has already return-! 
ed to Nanking to make a report. 
————e—__ 
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_In_my_ rerort of Octoder $0, 1955 dealing with the oil 


— Situation in Shina I mentioned that a sum of over eleven. 


million dollars had reeently been set aside by the Nanking _ 


Government for the purpose of exploiting the oi] resources in 


this co ntry. It vould, ,peaym have been more correst had I 


said that the Government hored to be able to set aside thig _ 


amount for the purpose stated. Tle Ministry of Industry has 


—Studied the question in detail and, it ts reported, has drawn 


i 

a 

—up_a scheme providing for the expenditure of Mg11,500,000 in é 
exploiting the oi] fields known to be located in Szeckuen and i 
Northern Shense. There is, however, no evidence to slow that _ i 


_ this sum of money las actually been allocated for the work to |} 
-_be undertalen, and no date has been set so far for the __ 


K _commencement of operations in these two provinces, 
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THE NORTH-CHINA DAILY NEWS, SUNDAY, NOVEMBER 3, 1935 


GIANBREE MEET | 
S. B. REGOIN: | 


In accordance with a request of the 
Kwang Hwa Petroleum Co. that the 
Government should take over its busi- 
ness as a state enterprise, the Ministry 
of Industry has sent an official to 
Shanghai to make an_ investigation 
into the affairs of the company before 
assuming control. 


am (} 
(. ‘ os 


Sea, 


seer cd *. AGBAL REPEL PES 
ee Ger SHANGHAI MUNICIPAL POLICE. : eet 
§. BD. g tow 
Specisl Branch. B020.3,- 2 
REPORT 0 ssccaseznss nou tacasmcatnbametoceebaestessytonss 
Date.. e 


Subject..Financisl position of the Kwang Hwa Petroleum Company...Oil.and 


RnR 33 0311 1 rs = - | ec 


Made by..DaSeTONOB Forwarded by... Dud Fhe OE ales pias ies ioe cap eRe Saab 


___....___Inquiries made by D.S. Jones into the financial = 
_position of this company reves] that for a considerable _—s— 
_period it has been struggling against the current financial 
depression end is now in » very precarious situation._- 

Contrary to general belief Russian oil actually costs - 

| more to place on the Chinese market than does oil produced — 


|_in other countries such as Persia or the United States of = _- 
_A#merics, This is principally due to the fact that oi] from — 
the Russian fields has to be transported by ship via the ss 
Suez Canal, a much longer journey than that taken by oi] 
_tyat when the Soviets came into power conditions were so _—S 
terrible that her new rulers were prepared to go to any 
lengths in order to obtain funds. No credits were obtsinnble 
from eapitalist countries ang practically the only exports 
_for which there was a ready sale abrored were timher snd o11, To 


on foreign msrkets at pri 
the economic situation improved the production of the wellp 


of petroleum spirit. There is no donbt that eventually, when 
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place es the biggest oi] exporting country in the world, As —_— 


retailed 
Since the Soviet Government b —— 
the Kwang Hwa Petroleum Company, # Chinese concern with  _—s»—Ss«|” 
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_the distribution of the oil throughout the lend. 


It will be remembered that in 19335 the low price at which _ 


the Soviet petrol was sold in China led to a price war 
between the Kwang Hwg end the leading foreign oil importing _- 


companies, The situation had so changed by this time that the _ 
|foreign companies could meet the menace offered by the Kwang 
|_Hwa Co, by cutting prices down to a level at which it was 
even unprofitable to the Soviets to sell. The allegation 


| contained in the attached newspaper cutting regarding “dumping _ 


of foreign oil", which refers of course to non-Soviet produced _ 


oil, indicates that the companies concerned ere still in a 


position to continue e price war egainst the Soviet product 


__ At the outset of 3 ri ar the Kwang Hwa Co. 


_powerful petroleum trusts. such ss the Royal Duteh Shell, the 


Standard N and wa. uently the 


first to crack up under the strain. It is reported that over 
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_ that the company has found it impossible it rid itself of 


_this enormous incubus and start efresh with a clean slet 


Kweng Hwa C still indebted to the native 
. banks to the tune of $6,000,000. For some considerable time. 
—_certsin of the shareholders have been agitating agsinst the 
unsatisfactory state of affairs and ere believed to  _ 
._have spproached the Government with a petition for zid. 
_Whether or not the Government in its present plight would be 
able to afford substantial monetary assistance is rether a _ 
debatable point. There is of course the possibility that the 


Nanking Government may follow the lead given by Japan and 


declare s Government monopoly of all oil imports. It must not 
_be overlooked, however, when considering this aspect that the _ 
governments is entirely dissimilar : Japan 


het 1 he positions now occupied 
| by foreigners belonging to nations of whose help and assistance 
_ China stends in greeter need than ever before. Before the 


into consideration, it does seem extremely probable that 
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_instesed of declaring all petroleum imports to be a Government 


monopoly Nanking will take the wiser course of maintaining 


the status quo and thus keep foreign capital in the country  __ 
end xt the seme time preserve the valuable friendship of the. 
great Western Powers, 


_in matters perteining to petroleum is evident when one takes  —_ 
note of the comprehensive scheme for the present surveying and — 
later exploitation of China's oil fields, A sum of over $xx 
eleven million dollars was recently set aside by the Government _ 
to essist in furthering the scheme, People in a position to 

know state thet the oil fields waiting to be tapped in Yunnan 
province sre among the richest in the world and that the oil 


e w _Inaking China an important 
oil producing country it will have enough to do without 
adoptin h 


adopting the highly unpopuler step of ousting foreign oi) 
Gistributors from the market, 
__ During the course of my investigntions I was informed in _ 


strict confidence that the Asietic Petroleum Co: has 


already epproached the management of the Kwang Hwa Co: 


with regard to buying them ot and that negotiations in this 


| important transection ar a 


It is rumo 
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_ ‘THE CHINA PRESS, THURSDAY, OCTOBER 31, 1935 


Nanking May 
Take Over. 
. Kwang Hwa 


Negotiations ‘I To Operate 
Chinese-Owned Oil 
Firm Progress ‘ | 


The mvetis Hwa Oil censteasy:| 
largest Chinese-owned concern of | 
its kind, may be taken over by the! 
Government; if plans reached by 
ae of “the cpubeny materia- | 
liz 


According. to Mr. Hsu shih-ying, 
chairman of the ‘National Famine 
Relief. Commission, who is chairman 
of. the Board of Directors of the 
Company, a decision’. was’ reached 
= a recent. meeting of the directors 

to guna a petition to the Central 

ernment in Nanking to take over 
the control of ‘the: company. 

After-the petition was submitted, 
representatives were ‘sent to’ Shang- 
hai by the Ministry. of Industry to 
conduct .an investigation -into the 
operations. of the company. The 
result of the- investigation, Mr. Hsu 
told press: “representatives yesters 
day, has. been thus far very satis- 
factory and negotiations have now 
been started with regard to the de- 
tailed governing the transfer 
of the company to the’ “government. 


Commenting on the advisability 
of this step;taken, by the Board of 
Directors,."-Mr: ° ‘Hsu said >that. fol- 
lowing the transfer: to the Som 
pany, plans- for the expansion o 
the company so ‘as to enable it to: 
compete with foreign Arms may be! 
carried out. ey ray 
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THE NEW WORLD THURSDAY, OCTOBER 24, 1938 


| Kwang Hua Pertoleum 
Company. To Be Managed’ 


By Government 


——— 


NANKING, - In view of the 
bad business of the Company 
caused by the dumping of 
foreign oil, Mr. Hsu Shih-yin, 
{Chairman of the board of 
‘Directors of the Kwang Hua} 
Petroleum Company, has re- 
quested the Ministry of Indu- 
stry to take over the company 
and reorganize it into a Go- 
vernment conccrn, 

It_ is reported that t 


he Mini- 


: g idering the 
cedure for taking over the! 


company from private share-|« 
holders.-Sin Min Pao. ] 
eee 


North China Daily News July 19, 1935. 
a 


CANCELLATION OF OIL CONTRACT 
Kwang Hwa Co. Says Agreement Unfavourable To Them 

Alleging that the contract was unfavourable to them and 
contrary to the princivle of equality, the share-holders of the 
Kwang Hwa Petroleum Co. recently brought a civil action in the 
First Special District Court against the Union Petroleum Trust 
of the U.S.S.R.'s export department, 20 Canton Road, asking for 
cancellation of the contract. 

The plaintiffs atleged that the contract was signed in 
November, 1934, by which the defendants agreed to sell to the 
plaintiffs a considerable quantity of kerosene oil which would 
be delivered in specified periods. The contract was contrary to ' 
the principle of equality because it stipulated that the Kwang 
Hwa should furnish a bank guarantee of U.S.$400,000 and that, 
should the Kwang Wha Co. fail to take delivery of the oil, it 
should pay a penalty of U.S.$10 for each ton of oil not taken 
delivery of. The hearing of the case was adjourned. 

The Union Petroleum Trust of the U.S.S.R.. represented 
by the law firm of Messrs. Musso, Fischer, Wilhelm, has filed a 
petition with the same court claiming U.S.$100,000 as damages 
against the Continental Bank, Kiukiang Road, who were alleged to 
be the guarantors of the Kwang Wha Petroleum Co. The Kwang 
Wha Coe, it was alleged, failed to take delivery of the oil in 
the first quarter of 1935. 


Extract from File D.1955 


Excerpts from D.S. Tcheremshansky's report of 
July 17, 1935. 


A part of the work sunitts performed by the local 
office of the Soyuzneft has been taken over by the Kwang 
Hwa Petroleum Coe, No.el4 Museum Road which company is still 
in charge of sale and districution of the Soviet oil products 


in China, 


Extract from File D.1955 


Excerpts from D.S. Makaroff's report dated 7.10.31. 


Mr. King Chieh Kun, Director of the Kwang Iwa 
Petroleum Co. Ltd. No;3 Museum Road, the largest and independent 
of all Chinese distributing concern in North China, was the 
first person to be approached by lr. Lebanoff and R. Bodnek who 
offered to supply Soviet oil eat the rate of 10 cents per gallon 
less than any other foreign concern (Socony, Texas and A.P.C.) 
orovided the ee Hwa Co. would agree to the purchase of 
1,500,000 gallons of kerosene and gasoline per month. The 
oil was to be sent to Shanghai in tankers from Batum or other 
Black Sea ports. 

It was also rumoured that the "Soyuzneff" and the 
Kwang Hwa Petroleum Coe had reached an agreement for the 
construction of a number of tanks for storage purposes at the 
Kwang Hwa Co.'s plant, Pootung, opposite Woosung. Up to the 
present no tanks have been constructed. 

A few months ago the Kwang Hwa Co. purchased a quantity 
of Soviet oil, which was shipped here by the "Soyuzneft" from. 
Viadivostok in drums. 

Mr. A.P. Lebanoff and R. Bodnek are at present in 
Vladivostok, where they prdceeded after visiting cerbain Soviet 
officials in Harbin, with the objecting of securing the approval 
of higher Soviet authorities regarding the contemplated 


agreement with the Kwang Hwa Petroleum Co. Ltd, 


af 
UNITED ‘ia TRUST OF USSR 


Kwang Hwa! Petroteun Company. 
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